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ABSTRACT
The purpose of this study was to examine the factors that reduce the detrimental impact
of layoffs. This research found that damaged employee morale and increased turnover intention
of survivors after layoffs can cause more adverse impact on companies where layoffs were
conducted. Also, it was found that perceived justice and organizational embeddedness can reduce
the possibility of having destructive outcomes after layoffs. Additionally, the moderating impact
of organizational embeddedness on the effect of perceived justice on employee morale and
turnover intention was researched. Data were gathered from junior and senior undergraduate
students majoring in hospitality management with at least 3 months of hospitality work
experience. The result of this study revealed that perceived justice has a positive impact on
employee morale and organizational embeddedness moderates the effect of perceived justice on
employee morale and turnover intention.
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CHAPTER 1
INTRODUCTION
Whenever companies expect to face an economic downturn or recession, they often lay
off employees to save on labor expenses. Management teams are prone to reducing the number
of employees to save on costs because labor costs account for a great part of the total expenses,
and it is their duty to maximize labor efficiency. The hotel industry is no exception. From
February 2019 to February 2020, the total number of layoffs from private companies in the
United States was over 10 million, and 17% of them are from the Leisure and Hospitality
Industry. Among 11 sectors of private industry, Leisure and Hospitality Industry had the third
highest number of layoffs and discharges, followed by Professional and Business Services and
Trade, Transportation, and Utilities Sectors. By the layoffs and discharged rates compared to the
total employment, Leisure and Hospitality Industry also placed at third with 1.8% after
Construction and Professional and Business Services sectors (Bureau of Labor Statistics, 2020).
In 2019, MGM Resorts International, a global casino entertainment and hospitality company,
laid off a total of 1,070 employees (Schulz, 2019).
Downsizing is one of the fastest and the most effective ways to increase a company’s net
income. However, research has demonstrated that labor cuts do not always lead to better business
performance (Cascio et al., 1997; Luan et al., 2017; Schulz & Johann, 2018; Zorn et al., 2017).
Thus, companies are often confronted with the dilemma of determining if labor cuts are the best
solution to make the business more profitable. One of the main reasons of poor business
performance is the negative effect layoffs have on the remaining employees. Layoffs lower the
morale of remaining employees (Ciancio, 2000) and the retention rate of remaining employees
(Trevor & Nyberg, 2008).
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Purpose
The purpose of this thesis is to identify ways to minimize the negative impact of labor
cuts on employee morale and retention rate of remaining employees in the Las Vegas resort hotel
industry by addressing those negative impacts. Even though layoffs negatively influence the
remaining employees, it is inevitable for some hotels to reduce their workforce under certain
severe circumstances. Moreover, keeping unnecessary labor just because of the possible negative
effects is not a good decision for a company. Therefore, managers should know the adverse
consequences labor cuts can cause and how to avoid them. Factors that would influence the
adverse impact of labor cuts on remaining employees include perceived justice of layoff process
and organizational embeddedness. This research investigates how these factors can make the
employee morale and retention rate high even after layoffs.
Statement of Problem
Companies conduct labor cuts to improve their business performance and reduce
expenses (Iqbal & Shetty, 1995). However, labor cuts do not always lead to higher profitability
and productivity (Cascio et al., 1997; Luan et al., 2013; De Meuse et al., 2004; Zorn et al., 2017;
Kunert et al., 2017; Schulz & Johann, 2018). The statistics from Bureau of Labor Statistics
(2020) shows that the number of layoffs in the hospitality industry is quite significant compared
to other sectors. Thus, it is necessary to find if companies really achieve their goal of labor cuts.
The negative impact of layoffs on the remaining employees is crucial as hotels sell
services provided by employees. Hotels operate on a 24/7 basis, thus reducing the number of
employees can cause remaining employees to work additional hours or varied shifts. This extra
burden makes remaining employees exhausted (Ciancio, 2000; Virick et al., 2007)which can
decrease employee morale (Devine et al., 2003). There may also be concerns over job security
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following a labor cut, which can also affect employee morale (Campbell-Jamison et al., 2001;
Silla et al., 2010; Bohle et al., 2017). Employee morale directly impacts the quality of service
(Gazzoli et al., 2013; Ma et al., 2019; Burke et al., 2005) and can affect business performance
consequently. Fening & Amaria (2011) asserted the importance of employee morale as a
predictor of the productivity of an organization. Moreover, when employee morale is emphasized
during the process of downsizing, companies are less likely to experience the decrease in labor
productivity (Iverson and Zatzick, 2011).
Increased turnover rate of survivors after layoffs also gives a reason why survivors’
reaction is important for the success of layoffs. Survivors of layoffs tend to find new job
opportunities and leave the company (Trevor & Nyberg, 2008; Iverson and Pullman, 2000). This
voluntary turnover of survivors speeds up the destruction of the systematic social network caused
by layoffs, making the organizational less adaptable to changes (Fisher & White, 2000; Schenkel
& Teigland, 2017; Teece et al., 1997). Also, business performance decreases when important
personnel leave a company (Shaw et al., 2005). Accordingly, the productivity of an organization
after layoffs depends on how survivors react to layoffs, which is the reason why the research on
survivors’ attitudes and behavior is important.
Since leisure activities are the first thing people tend to stop spending their money on
during economic challenges (Lai et al., 2010), hotels need to proactively create risk management
plans, which often include layoffs. When labor cuts are inevitable, hotels need to know the
possible negative impacts of labor cuts in order to execute the layoff process precisely and
respectfully. If layoffs are conducted without a well-thought-out plan, it might cause a decrease
in employee morale and retention rate, which will negatively impact the company’s bottom line
with additional costs. In the case of Nokia, its wrongly processed layoff in 2008 cost them more
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than 200 million euros for shutting down one of their plants. Also, its brand reputation got
damaged significantly due to the bad press and consumer boycott. The company was estimated
to lose 700 million euros and 100 million euros from 2008 to 2010 sales and profits (Sucher &
Gupta, 2018). To reduce the adverse impact on employee morale and retention rate and to
maximize the profitable outcomes of layoffs, the importance of labor cut process should be
addressed.
Research Question 1: What is the level of employee morale and voluntary turnover rate
of survivors after layoffs?
Research Question 2: What can reduce the negative impact of labor cut on
employee morale and retention rate of remaining employees?
Justifications
This study demonstrates the unfavorable consequences that layoffs can bring, which
include employee morale and voluntary turnover intentions of survivors (Bohle et al., 2017;
Trevor and Nyberg, 2008; Iverson and Pullman; 2000; Spreitzer & Mishra, 2002). Through this,
managers will be able to forecast outcomes they want to avoid and design the process of layoffs
to evade those outcomes accordingly. Moreover, they will learn what impedes the successful
layoffs, so it will be very useful for building the evaluation criteria before and after labor cut.
This study will also address how the process of labor cuts can be improved to minimize the
adverse impact of labor cuts. By improving the process of labor cuts, managers can achieve the
goal of layoffs more effectively, which includes profitability and productivity. Emphasizing the
importance of the labor cut process will lead to employees being treated more respectfully during
the process of labor cuts, which will improve the treatment of people working in the industry.
Also, this study will assess how hotels can reduce the negative impact on remaining employees
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after labor cuts through human resources practices that enhance organizational embeddedness.
Follow-up management will also increase the possibility of successful labor cuts when
necessary. Through successful layoffs, hotels can not only reinforce their business performance,
but also maintain their reputation even with the hostile event.
Constraints
The first constraint of this study is that the survey is conducted on students of hospitality
management program of University of Nevada, Las Vegas. This population was selected as the
sample due to the convenience and cost considerations of data collection. Only students who are
currently working in the hotel industry and have at least 3 months of experience will be allowed
to participate in the survey to increase the validity of the responses. Even with the screening
question, there is still a limitation left because it is uncertain if students who participated in the
survey will keep pursuing their career in the hotel industry in the future. Thus, the sample may
not represent the population perfectly. To increase the relevance of the results, only junior and
senior students, and possibly graduate students will be selected as the sample.
The sample of the survey includes junior and senior hospitality students with at least 3
months of experiences in the hospitality industry. Instead of asking previous experience, the
survey will ask how they would response to the hypothetical labor cut situation in the imaginary
company. Therefore, their responses may not accurately reflect the reality of how hotel
employees will react to a labor cut in the real life. However, especially among undergraduate
students, it will be difficult to recruit enough samples with a constraint that samples need to have
a previous experience with labor cuts. This is because they would not have worked long enough
in the industry.

5
`

This study overlooks some factors that would make the result biased, which include age
and the type of occupation. People tend to voluntarily quit their job after labor cuts when they are
younger (Iverson & Pullman, 2000). The majority of the sample consists of junior and senior
hospitality students, so most of the participants will be in their early twenties. They may react
more adversely towards labor cuts by quitting their job. The result may also be biased by the type
of current or previous occupation held by the participant. Prior research showed blue-collar
workers tend to stay in a company even after labor cuts (Iverson & Pullman, 2000). Likewise,
office workers and guest service workers might differently react to labor cuts. For example,
office job workers typically intend to leave a company after labor cuts (Iverson & Pullman,
2000). However, since the research will be conducted on students who just started their career in
the hospitality industry, most of them could be in guest service positions. Therefore, these factors
should be identified thoroughly with demographic questions.
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CHAPTER 2
LITERATURE REVIEW
Introduction
Layoffs allow companies to optimize their cost structure and labor efficiency (Iqbal &
Shetty, 1995; Cameron, 1994). However, the beneficial effect of layoffs can be attenuated if it is
not planned precisely due to the possible negative impacts it can bring, such as low employee
morale (Bohle et al., 2017; Fening & Amaria, 2011; Ma et al., 2018; Bohle et al., 2017; Devine
et al., 2003) and high turnover intention (Trevor and Nyberg, 2008; Silla et al., 2010; Spreitzer &
Mishra, 2002). Therefore, companies’ ultimate objective of layoffs cannot be achieved when it is
not planned well. The purpose of this study is to find factors that mitigate the negative impacts
caused by labor cuts. To do so, it is crucial to understand the ideal result of a labor cut, what
possible undesirable results brought by layoffs are, why those undesirable results happen, and
how companies can avoid those negative results.
To meet the purpose, the following review of literature will address key areas of this
topic. First, this review will examine the reasons why firms carry out layoffs to clarify the
desired outcome that layoffs should bring. Then, by examining precedents from prior research,
an understanding of if companies are earning the desired outcome will be determined. The next
part will explore employee morale because it is one of the reasons why companies often face
unwanted results after layoffs. This section will examine why layoffs decrease employee morale,
how employee morale affects the result of layoffs, and why it is so important to retain employee
morale during and after layoffs. This research will then discover how lowered employee morale
leads to the unwelcomed consequence after layoffs by investigating quality of service provided
and retention rate of remaining employees after layoffs. Finally, factors that will decrease the
negative impacts of layoffs will be researched. In this paper, perceived justice of layoff process
7
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and organizational embeddedness will be studied and how these factors function to make layoffs
successfully conducted by keeping employee morale and retention rate of remaining employees.
This literature review will provide a comprehensive understanding of the phenomenon of how
layoffs often do not bring the outcomes that companies want and how to maximize the positive
outcome from layoffs. With this, companies will be able to plan layoffs appropriately and earn
the result they desire.
Antecedents of Downsizing
Companies respond with downsizing as a solution to resolve internal or external negative
issues. Internal causes include poor performance, low profitability, changes in strategies, new
labor-saving technology, and downsizing orders from executives. External issues include
economic cycles and downturns (Cooper et al., 2012). John et al. (1992) conducted a research on
48 firms that had the negative earnings between 1980 and 1987. They found 43% decreased the
number of employees as a response to the negative earnings. Also, layoffs were usually
conducted after the market value of equity of companies decreased (Elayan et al., 1998).
Therefore, downsizing is one of the common reactions by companies when there is an internal or
external situation that harms the performance of business.
Companies often proactively choose to cut back its business when they expect any
adverse change in market or technological changes. Companies also attempt to use downsizing
as a business improvement strategy. This case is different from the first case as downsizing is not
a necessary means for business survival, and the purpose of downsizing is not necessarily related
to negative issues. They can choose different ways to cope with anticipated changes and to
enhance the business. Something to note is that when the reason of the layoff is due to
unsuccessful business results, which is often the first case, the market considers it as a sign of the
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business getting worse instead of expecting the business will get better with the layoff (Cooper et
al., 2012). However, when the reason for the layoff is to improve the business, the reaction is
less adverse (Elayan et al., 1998; Palmon et al., 1997). Still, Kunert et al. (2017) refuted some
industries can have similar level of adverse reaction from the market even though the layoff was
a proactive action executed by the firms. In the case of Barclaycard, a credit card company,
Sahdev (2007) found the reaction of survivors was still negative even when the reason of
downsizing was to protect future jobs. Therefore, companies need to be careful with cutting their
labor even as a business improvement strategy.
Whether it is proactive or reactive, companies’ sole purpose of downsizing is the
betterment of its profitability. Thus, it is reasonable to say downsizing is successful only when
firms achieved the better profitability than before downsizing. If downsizing does not make firms
profitable, all the expenses they spent on downsizing would be just waste. While managers’ hope
that downsizing will improve business performance, research suggests that their anticipation
could be wrong.
Business Performance After Layoffs
Research has demonstrated the negative impacts of downsizing. Ironically, even though
companies choose labor cuts to improve their business performance, reducing employment can
preclude companies from optimizing their productivity. Despite the negative impacts of cutting
jobs, employee downsizing is the second most common way of corporate downsizing after
selling assets, divesting, or a spinoff (John et al., 1992).
Financial performance is not necessarily improved by layoffs. Companies that reduced
the number of employees during the process of downsizing were not able to improve its return on
assets (ROA) (Cascio et al., 1997; Luan et al., 2013). Their ROA even decreased during the year
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following the downsizing. However, ROA of companies, where they downsized only their assets,
exceeded that of stable companies and their industries. Moreover, the number of employees who
were laid off had a significant detrimental impact on an organization’s financial performance
(Cascio et al., 1997). The more recent research of Barbero et al. (2018) also proved that the
smaller the size of a layoff is, the more likely the layoff will success. Moreover, the likelihood of
turnaround success increases when a layoff is conducted faster and earlier. In addition to ROA,
other financial performance indicators are also affected by layoffs. According to the research on
Fortune 100 companies (De Meuse et al., 2004), profit margin, ROA, return on equity (ROE),
and market-to-book ratio of companies with layoffs were significantly lower than companies
without layoffs in the year of announcement of layoffs and two subsequent years. After three
years, the companies with layoffs were able to decrease the difference between those financial
performance indicators of companies without layoffs and theirs. However, theirs were mostly
lower than companies without layoffs. This suggests that it takes a while for companies to
recover the loss of financial performance caused by layoffs. Moreover, after layoffs, the financial
performance indicators of companies whose size of the layoff was bigger were constantly
outperformed by those of the companies whose layoff size was smaller. Companies with frequent
layoffs also show less competitive financial performance, compared to the ones with infrequent
layoffs (De Meuse et al., 2004). This implies that employee layoffs play a significant role on the
negative impact of downsizing. Therefore, layoffs can reduce the possibility of successful
downsizing.
Though companies downsize their business to avoid bankruptcy, downsizing firms have
twice as high of a possibility to go bankrupt than non-downsizing firms. In fact, intangible assets
including employee experience are very helpful to decrease the possibility of bankruptcy even
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after downsizing (Zorn et al., 2017). It is worth noting that executive or senior management level
employees often get laid off as a part of downsizing due to their high salary. Companies want to
replace them with other people with lower salary. However, it is uncertain if companies can find
a person who has similar level of experience and knowledge with the former employee and can
hire the person with lower salary. Thus, companies that execute labor cuts as a part of
downsizing will be more likely to file for bankruptcy.
The announcement of layoff can negatively impact the valuation of the business in the
capital market. According to the study in the renewable energy sector, the announcement of a
layoff plan reduced the stock price by almost 3%, and it decreased more after three days (Kunert
et al., 2017). Even though the study only focused in the renewable energy sector, the reaction of
investors will be similar in other industries as well because of the following reason. Investors
perceive the announcement of a layoff as negative information about the business, indicating the
business has a difficulty of securing investments, attaining future cash flow, and growing its
business. If the business was showing better performance than the industry, investors could
reevaluate the potential of the business as less favorable. If the financial difficulties were known
to the market, investors present less significant reaction to it (Elayan et al., 1998). As the number
of laid-off employees causes more serious impact on the financial performance (Cascio et al.,
1997), it also generates more adverse reaction of the market (Elayan et al., 1998; Kunert et al.,
2017). The negative impact of layoff on the market reaction is very significant in the hospitality
industry because businesses where human resources have the great impact on their business
experience an increased negative impact from the announcement of layoffs compared to the
companies where physical assets are more important to their business (Elayan et al., 1998).
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Layoffs may decrease the corporate reputation. The negative impact of layoffs on the
corporate reputation can be worsened depending on the reason of layoffs. On the contrary to the
case of financial performance and market valuation, corporate reputation is more adversely
impacted when the layoffs were conducted to improve the efficiency of the business rather than
to respond to the decreasing demand. This is because the downsizing decision of companies that
has financial difficulties is considered legitimate. On the other way, companies where
downsizing was used to enhance the efficiency, the decision is considered selfish; with
employees thinking it only fulfills the interests of managers and shareholders. Also, if the firm
already has conducted an extensive downsizing before, the negative impact of downsizing on the
corporate reputation will be much bigger. The extent of the previous downsizing in the same
company increases the negative impact of the current downsizing on the corporate reputation
(Schulz & Johann, 2018). The damage of corporate reputation is an imperative matter to
companies. The corporate reputation is a part of business performance that companies work hard
to strengthen. What makes it more important is that it can also affect other business performance.
Companies with better corporate reputation have a competitive advantage to maintain
exceptional business performance outcomes for a longer period of time (Roberts & Dowling,
1997). Moreover, the corporate reputation reduces the required rate of return by investors, which
means more investors are willing to invest in the business and the market valuation is higher
(Srivastava et al., 1997). When it is easier to secure investments, there is less possibility of
bankruptcy. In the hotel industry, guest loyalty increases with the hotel’s image and reputation
(Christou, 2003), which can lead to the better business performance.
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Labor Cuts and Employee Morale
Many researchers showed that employee downsizing leads to the poor financial
performance contrary to companies’ expectations. One of the main reasons why layoffs make
companies less profitable is its impact on the employee morale of remaining employees.
According to Bohle et al. (2017), layoffs have negative impact on organizational citizenship
behavior, which is considered as an indicator of employees’ morale status in the organization
(Organ, 1997; Djati & Adiwijaya, 2009). Employee morale is an important factor for high
productivity of companies. Human resources management practices that positively affect the
employee morale, such as recruitment and selection, training and development, performance
appraisal, employee participation and decision making, compensation, and employee welfare
services, have a strong correlation with the productivity of companies. This correlation even
exists during the economic recession (Fening & Amaria, 2011). Also, the increase of job
satisfaction, which attributes to the development of employee morale, has a positive relationship
with the productivity (Böckerman & Ilmakunnas, 2012).
The reason why employee morale of remaining employees can be damaged after layoffs
is that not only employees who got laid off, but also survivors from layoffs experience emotional
difficulties. Surviving employees feel betrayed by their employer and tend to trust the employer
less after layoffs because they think the employer breached the psychological contract. This
psychological contract consists of assumptions that employees make based on employer’s
behaviors (Ma et al., 2018). For example, their job will be secured as long as they commit
themselves into the company, and the employer will treat them with fairness (Ciancio, 2000).
However, labor cuts break those assumptions. When the psychological contract is breached,
employees respond with different kinds of negative reactions (Ma et al., 2018). The most
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common feelings that employees show after layoffs are unfairness, mistrust, shock, and
demoralization (Campbell-Jamison et al., 2001).
The negative feelings of employees are followed with the damage in important factors of
employee morale. Remaining employees feel their jobs are not secured when they see their
coworkers getting laid off not because of their own fault, but because of companies’ internal
issues or uncontrollable external issues, such as economic downturn. It makes employees
anxious as they might become a target of layoff as well in the future (Bohle et al., 2017). From
the research of Campbell-Jamison et al. (2001), almost the half of managers responded they feel
worried because of another possible future layoffs after recent layoff. Additionally, job security
satisfaction of managers working in the organization where downsized with redundancy was the
lowest at 26% while that of other managers working in the organization where downsized
without redundancy or did not downsize is around 50%. Additionally, 73% of managers
responded that there was a decrease in employee morale after redundancy. Layoffs aggravate job
insecurity, and it affects the organizational commitment in a detrimental way (Silla et al., 2010).
With organizational commitment reduced, employees consider the management team as less
credible (Sahdev, 2007). Campbell-Jamison et al. (2001) demonstrated that the group of
managers who experienced layoffs during downsizing showed less organizational commitment
compared to the other two groups who work in companies where they did not lay off employees
during downsizing or companies that did not conduct downsizing. Therefore, the stress coming
from the uncertainty of job status and the feeling of betrayal leads to low employee morale.
Survivors from layoffs undergo occupational stress after layoffs. They take over duties
that used to belong to coworkers who are not there anymore. Because of this, the workload and
responsibilities of survivors become heavier, and they have to work overtime more frequently

14
`

with a lower budget. This can lead to employees feeling burnt out (Ciancio, 2000; Virick et al.,
2007). Devine et al. (2003) suggests that survivors of the company downsizing reported higher
occupational stress than laid-off employees, showing the negative work behaviors such as high
tardiness. The level of job satisfaction of survivors was also lower than laid-off employees. The
reason why survivors showed higher occupational stress is that they experienced low levels of
job control due to higher work demands. They even tend to show not only low job satisfaction,
but also low life satisfaction due to the work overload after downsizing when there are no
mitigating factors (Virick et al., 2007). This stressful work environment creates a negative
impact on employee morale due to increasing stress and pressure. The recent research conducted
by Tu et al. (2021) empirically proved that stress from COVID-19-induced layoffs decreased
survivors’ in-role and extra role performance. The stress from COVID-19-induced layoffs
include job insecurity, increased responsibilities and workload, and decrease in social resources
due to the absence of close coworkers or friends affected by layoffs. Thus, the stress generated
from layoffs on survivors lead to lower employee performance.
Companies need to put significant effort into maintaining employee morale since
employee morale is the result of a combination of various factors. Baehr and Renck (1958)
established an instrument to measure employee morale. It includes 14 categories of
measurement, including: job demands, working conditions, pay, employee benefits, friendliness
and co-operation of fellow employees, supervisor-employee interpersonal relations, technical
competence of supervision, effectiveness of administration, adequacy of communication,
security of job and work relations, status and recognition, identification with the company, and
opportunity for growth and advancement. Thus, employee morale may be deteriorated even
when only one of those factors is not enough. In the research by Armstrong-Stassen (2002), the
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level of employee morale stayed low even though employees’ job satisfaction and job security
were reinstated when time passed after layoffs. This highlights the importance of maintaining
employee morale because it is difficult to build and restore it if it is damaged.
Employee Morale and Quality of Service
Employee morale, which significantly affects the productivity of the business, has a
strong relationship with customer satisfaction (Burke et al., 2005), which means that the service
quality provided by employees declines. Iverson and Zatzick (2011) found out that companies
who showed a high consideration for employees’ morale during the downsizing process
experienced no decrease in the labor productivity even after the downsizing. However,
companies with a low consideration for employees’ morale had a significant decrease in the
labor productivity. Weakliem and Frenkel (2006) also testified the positive relationship between
employee morale and productivity. The quality of service depends on the labor productivity, so
the research implies that the level of employee morale affects the quality of service.
Labor cuts cause low employee morale, and low employee morale often results in
counterproductive workplace behavior. Counterproductive workplace behavior impedes the
establishment of positive organizational environment and network between team members (Ma,
et al., 2019). Thus, when employee morale is low, the quality of job performance will also be
low. Moreover, employees with low morale put less effort in their work, and the effort they put
has little to no impact on the productivity of the business. However, when employees have high
morale, the productivity increased with the effort of employees. Additionally, the effectiveness
of the effort exerted increases with the level of morale (Weakliem & Frenkel, 2006). Job
security, which is one of the factors of employee morale, also positively influences employees’
work effort (Brockner et al., 1992). The hospitality business is selling the service provided by
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employees, so the behavior of employees significantly influences how customers perceive the
quality of the service and the image of the company (Gazzoli et al., 2013). For that reason, there
is a high possibility for labor cuts to drop the quality of service that employees provide because
of its adverse relationship with employee morale.
Labor cuts can hurt the service quality, and this can damage the hotel business because
guests show more intense reaction to the poor service. Guests rarely react to good quality of
service, but they are very reactive to the bad quality of service. This is because a good quality of
service is what guests expect from service providers (Söderlund & Julander, 2003). Thus, it is the
most vital task for hotels to maintain a high level of service quality. If guests experience
unsatisfactory service, they will be less willing to purchase services provided by the companies,
which can lead to a decrease in the revenue. Moreover, according to the research by ArmstrongStassen (2002), even though the job security of survivors was recovered right after they
confirmed that they will not be laid off, their level of job performance stayed low for a while
even after the layoff. Therefore, it is hard to restore the lowered quality of service after layoffs.
Accordingly, it is important for hotels to identify the possible unfavorable influence of labor cut
on remaining employees since their level of morale affects the quality of service, and the poor
quality of service is directly connected to less future revenue. Also, it requires significant effort
for hotels to increase the quality of customer service to the outstanding level.
Layoffs and Talent Retention
Survivors from labor cuts are typically considered as either the employees with the
highest seniority or talented people who are worth keeping even during the hard times, so
retaining them is a significant matter. However, downsizing has a positive relationship with the
voluntary turnover rate of survivors (Trevor and Nyberg, 2008). This is because the job
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insecurity caused by layoffs encourages remaining employees to search alternative jobs (Silla et
al., 2010). The recent mass layoffs in the hospitality industry due to COVID-19 also increased
job insecurity among survivors, which consequently increased their voluntary turnover intention
(Abuelnasr, 2020; Jung et al., 2021; Bajarmi et al., 2021). Iverson and Pullman (2000) found the
voluntary turnover rate of remaining employees increases after labor cuts from a case of a
hospital that went through a merger. After the merger, the hospital dismissed some employees,
and a few employees resigned right after the layoff. However, about 71% of survivors resigned
for the next 600 days. Many people who voluntarily resigned were mostly white-collar and
younger than people who stayed. Survivors with higher education tend to be less committed to
the organization than survivors with lower education, showing more turnover intention (Spreitzer
& Mishra, 2002). This means that people who chose to leave the company are mostly in
managerial or administrative position and more intelligent and experienced than remaining
people. Consequently, this voluntary turnover of remaining employees can make the
organization smaller than it is meant to be through layoffs, which will make the work efficiency
low. Furthermore, most people who are staying in the company will be less talented as young
and smart people prefer to leave the company where layoffs have been or will be conducted. In
other words, the labor left behind in the company is less productive.
There will be extra costs associated with employee replacement such as recruiting and
training expenses (Trevor & Nyberg, 2008). The indirect cost such as time for management
teams to find new employees and for new employees to become efficient with the work is also
considerable. Moreover, the firm’s reputation as an employer decreases after layoffs (Schulz &
Johann, 2018), which can make it harder for companies to find high quality applicants.
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Layoffs can disrupt the systematic social network in organizations that was already
constructed between team members, and it enables more productive performance from
employees (Fisher & White, 2000). When the system is destructed, dynamic capability of the
organization also decreases (Schenkel & Teigland, 2017), which enables firms to renovate its
competitive advantages so that they can adapt themselves to the changing business environment
(Teece et al., 1997). Thus, dynamic capability is the most needed ability for companies after
layoffs because it will let the organization quickly and more smoothly acclimate itself to the
changed business system. Unfortunately, even though the layoff was planned in the level that
would not damage the social network system, unexpected resignation of remaining employees
can happen, and it can eventually break the productive network system. Shaw et al. (2005) also
asserted that losing employees in key network positions can worsen the business performance.
Therefore, it is questionable if the savings from layoffs are more than what a company has to pay
for employee replacement. Unfortunately, the voluntary turnover intention after labor cut in the
hotel industry has not been determined.
Factors Affecting the Negative Effects of Layoffs
Perceived Justice
When people measure the fairness of any behavior or event, multiplicative factors are
used. Early research about justice focused on the distributive justice, which measures the fairness
of decision outcomes (Adams, 1965; Deutsch, 1975; Homans, 1961; Leventhal, 1976). Then,
research about procedural justice that focused on the process of generating decision outcomes
was conducted (Leventhal, 1980; Leventhal et al., 1980; Thibaut & Walker, 1975). Bies and
Moag (1986) brought the concept of interactional justice that is about the sensitivity of people to
the interpersonal treatment and the accuracy and quality of information during the process. With
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this third concept, Greenburg (1993) suggested a structure of organizational justice with four
factors, which include systemic justice (procedural justice), configural justice (distributive
justice), informational justice, and interpersonal justice. In his model, the explanation aspect of
interactional justice was named as informational justice, which Greenburg (1993) suggested it to
be viewed as interpersonal facet of procedural justice. The interpersonal aspect of interactional
justice was named as interpersonal justice. Greenburg (1993) stated interpersonal justice can be
considered as interpersonal facets of distributive justice.
According to Organ (1988), employees exhibit organizational citizenship behavior when
they perceive their employer treats them fairly. Moorman et al., (1993) supported the idea by
showing that procedural justice is related to organizational citizenship behavior. Nadiri and
Tanova (2010) showed that procedural justice and distributive justice have significant positive
relationship on organizational citizenship behavior. Additionally, Jafari and Bidarian (2012)
found the components of organizational citizenship behavior, which include distributive justice,
procedural justice, and interactional justice, positively affect organizational citizenship behavior.
Organ (1997) defined organizational citizenship behavior as “attitudes indicative of or derived
from a general state of morale in the workplace” (p.94). Also, employees with high morale
demonstrate positive organizational citizenship behavior (Djati & Adiwijaya, 2009). This means
organizational justice positively influences employee morale since the organizational citizenship
behavior is an indicator of employee morale within the organization (Organ, 1997; Djati &
Adiwijaya, 2009). Moreover, organizational justice is negatively related to turnover intention,
according to the research of Nadiri and Tanova (2010), Zagladi et al. (2015), and Cao et al.
(2020). Cao et al. (2020) asserted work engagement plays a mediating role in the negative
relationship between organizational justice and turnover intention of newly registered nurses.
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Zagaldi et al. (2015) confirmed job satisfaction can mediate the effect of organizational justice
on turnover intention, using three factors organizational justice model. This is because the
absence of organizational justice decreases job satisfaction, which makes employees
uncomfortable to work in the organization (Robbins, 2003).
Konovsky and Brockner (1993) asserted the effects of an organizational downsizing can
be researched with the concept of organizational justice. This is because several events comprise
a layoff process, which are used as a basis for fairness of layoff process by both survivors and
victims of layoff (Hopkins & Weathington, 2006, p.137; Hart et al., 2016). Therefore, the effects
of organizational justice on employee morale and turnover intention can be applied in the context
of layoffs. Accordingly, many research utilized dimensions of organizational justice to examine
its mediating factors for negative effects of layoffs. Layoff survivors usually feel adversely when
they perceive the process of layoffs is unfair (Brockner et al., 1994). These negative feelings of
survivors include the job insecurity and negative attitudes towards a company, which can be
mitigated by the fairness of employee treatment (Silla, et al., 2010). From the survey on
managers by Campbell-Jamison et al. (2001), the determinants of survivors’ reaction to layoffs
are mostly related to the procedural justice. For example, those determinants include the process
of how the redundant employees are selected, the perceived fairness of selection criteria, the
method used to notify employees about the layoff, the effectiveness of communication during the
layoff process, the aftercare program for people being dismissed, and how they are treated during
the process. Thus, the outcome of layoffs, such as low employee morale and voluntary turnover
rate of survivors (Bohle et al., 2017; Trevor and Nyberg, 2008; Iverson and Pullman; 2000;
Spreitzer & Mishra, 2002), depends on the survivors’ perceived fairness of layoffs.
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Lavelle et al. (2009) found procedural justice of layoffs is positively related to
organizational citizenship behavior. Alexander and Ruderman (1987) asserted both distributive
and procedural justice contribute toward employees’ organizational behavior. Also, according to
the research of Grubb (2006), procedural justice and interactional justice are correlated with
organizational commitment, which is one of the outcomes of employee morale (Bailey et al.
2015). Clay-Warner et al. (2005), claimed procedural justice has more significant impact on
organizational commitment than distributive justice. Accordingly, high perceived justice of
survivors will predict high employee morale.
Regarding the voluntary turnover of survivors, Trevor and Nyberg (2008) found human
resources practices promoting procedural justice and job embeddedness bring down the
voluntary turnover rate even after a labor cut. Bragger et al. (2015) also asserted that using
human resources practices promoting procedural justice will make employees feel the layoff
process fair, so less people will be willing to leave the company even after layoffs. With low
voluntary turnover rate, companies can retain talented people. Spreitzer and Mishra (2002)
supported it with the research showing procedural justice, distributive justice, and interactional
justice in downsizing have a positive relationship with the organizational attachment, and
survivors with high organizational attachment are less likely to leave their company. Therefore,
if survivors have a positive view on the fairness of layoffs, their voluntary turnover rate after
layoffs will be low.
H1: Perceived justice is positively related to employee morale after a layoff.
H2: Perceived justice is negatively related to voluntary turnover intention of remaining
employees after a layoff.
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Organizational Embeddedness
Organizational embeddedness is another key factor in retaining surviving employees and
their employee morale (Trevor & Nyberg, 2008; Mitchell, Holtom, Lee, & Graske, 2001;
Mitchell, Holtom, Lee, Sablynski, & Erez, 2001; Self et al., 2020; Peltokorpi et al., 2014; Zhang
et al., 2012) and employee morale (Lee et al., 2004; Burton et al., 2009 ). Organizational
embeddedness is a combination of factors that encourage employees to be attached to their
company (Yao et al., 2004). Two big dimensions compose job embeddedness, which are
organizational embeddedness and community embeddedness. These two dimensions have three
subfactors, which include links, fit, and sacrifice. In this research, we are going to focus just
organizational embeddedness because this research is about what companies can do to reduce the
negative impacts of labor cuts (Jolly & Self, 2020; Mitchell, Holtom, Lee, & Graske, 2001;
Mitchell, Holtom, Lee, Sablynski, & Erez, 2001). Moreover, according to Dawley & Andrews
(2012), organizational embeddedness has a stronger effect on turnover intention than community
embeddedness.
Links mean any type of connection made between a person and other people or the
organization. This connection decreases the voluntary turnover rate (Mitchell, Holtom, Lee, &
Graske, 2001; Mitchell, Holtom, Lee, Sablynski, & Erez, 2001). Fit means how suitable the job,
work environment, and organizational culture are for the personality of an employee. Sacrifice
means what an employee has to sacrifice when they leave a company. It can be described as pay,
employee benefits and intangible benefits such as close coworkers, job advancement, interesting
projects and even short commute. Employees are less likely to leave their company when they
have to give up too many things to change their job (Mitchell, Holtom, Lee, Sablynski, & Erez,
2001).
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Links, fit, and sacrifice in organization strengthen the organizational embeddedness of
employees. However, even though benefits from a job can make employees reluctant to leave a
company, just enhancing employee benefits has a little impact on employee morale. This is
because if employees are not emotionally attached to their company or their job and work
environment do not fit in their interest or talent, employee morale can be easily damaged
(Hopkins & Weathington, 2006). Thus, two other factors, links and fit should be enhanced
together with employee benefits to increase the effectiveness of organizational embeddedness.
Combined together, these enhancing factors of organizational embeddedness will reduce the
voluntary turnover rate of remaining employees and promote employee morale (Trevor &
Nyberg, 2008), so companies may expect job performance to be improved. Thus, it will be
meaningful to find if organizational embeddedness can prevent the risk of unprofitability caused
by voluntary turnover and lower employee morale of remaining employees after layoffs.
Mitchel, Holtom, Lee, and Graske (2001) suggested few management practices that
enhance organizational embeddedness. The links between employees and with a company can be
improved by mentorship program and team performance recognition. Also, the use of flextime
can make employees feel as though they fit into the job. Benefit plans, sabbaticals, and on-site
childcare are the things that make employees sacrifice more if they move to other company.
Using the criteria, it is possible to analyze organizational embeddedness of companies, and how
these strategies affected the employee morale and voluntary turnover rates after layoffs.
According to Lee et al. (2004), organizational embeddedness is positively related to
organizational citizenship, which is an indicator of employee morale (Organ, 1997; Djati &
Adiwijaya, 2009). However, community embeddedness did not predict the level of
organizational citizenship (Lee et al., 2004). Burton et al. (2009) further supported the findings
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of Lee et al. (2004) by showing the effect of job embeddedness on a shock that negatively affects
organizational citizenship behavior such as the combination of a negative event and thoughts of
leaving. Burton et al. (2009) found that individuals with high job embeddedness react to external
shocks less negatively, reducing the negative impacts of shocks on organizational citizenship
behavior and performance. Therefore, it is assumed that high organizational embeddedness will
lead to high morale of survivors after layoffs.
Mitchel & Lee (2001) found significant negative relationship between job embeddedness
and both turnover intention and actual turnover of employees through empirical research.
Employees with high job embeddedness are less likely to leave their company because job
embeddedness acts as a buffer to shocks that cause employee turnover (Mitchel & Lee, 2001;
Mitchel, Holtom, Lee, and Graske, 2001). Moreover, Abuelnasr (2020) found that organizational
commitment, which is positively related with job embeddedness (Philip & Medina, 2017),
decreases survivors’ job insecurity and voluntary turnover intention after layoffs due to COVID19 in five-star hotels. Trevor & Nyberg (2008) supported this in organizational downsizing
concept. The authors found that downsizing positively affects employee turnover rates, and job
embeddedness moderates the positive relationship. Since organizational embeddedness is part of
job embeddedness, it is assumed to have similar moderating effect on turnover rates. As
expected, many research supported it such as Self et al. (2020), Peltokorpi et al. (2014), Zhang et
al. (2012). Dawley & Andrew (2012) even found stronger relationship between organizational
embeddedness and turnover intention than community embeddedness. Accordingly, survivors
with high organizational embeddedness will be less likely to leave their company after layoffs.
Even though it has not been studied in the organization’s downsizing context, research
has examined the impact of organizational embeddedness as a moderator of organizational
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justice. Akgunduz & Cin (2015) found that job embeddedness strengthened the negative
relationship between distributive justice and turnover intention. Though Akgunduz & Cin (2015)
referred it as job embeddedness, the measurement scale they used only include items to measure
organizational embeddedness, so it can be interpreted that organizational embeddedness
increases the negative impact of distributive justice on turnover intention. Moreover, Karatepe &
Shahriari (2012) argued job embeddedness as a moderator strengthens the negative impact of
distributive, procedural and interactive justice on turnover intentions. Karatepe & Shahriari
(2012) also used a same measurement scale with Akgunduz & Cin (2015). Thus, the result of
Karatepe & Shahriari can be applied to organizational embeddedness. On top of turnover
intentions, organizational embeddedness also has a moderating impact on the relationship
between interactional justice and organizational citizenship behavior (Collins & Mossholder,
2017). Collins & Mossholder (2017) showed that the positive effect of interactional justice on
organizational citizenship behavior was stronger when organizational embeddedness of
employees is higher. Therefore, it is assumed that organizational embeddedness has a moderating
impact on the relationship between perceived justice of layoffs and employee morale and
turnover intention. Figure 1 shows a model suggested here. Based on this literature review on
organizational embeddedness, following hypotheses are created.
H3: Organizational embeddedness is positively related to employee morale after a layoff.
H4: Organizational embeddedness is negatively related to voluntary turnover intention
after a layoff.
H5: Organizational embeddedness moderates the relationship between perceived justice
and employee morale.
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H6: Organizational embeddedness moderates the relationship between perceived justice
and turnover intention.

Figure 1
Conceptual Model

Conclusion of Literature Review
Through this literature review, it is identified that employee downsizing does not always
help companies achieve their goal to improve business performance. Ironically, research has
found that labor cuts can lead to lower profitability in firms as it can lower the morale of
remaining employees and the effectiveness of organizational structure due to additional
voluntary turnover of remaining employees. In the hotel industry, managing employee morale is
the most important issue as the level of employee morale is directly connected to the quality of
service that employees generate. Also, keeping the talented employees after a labor cut is
essential for the better business performance. Therefore, finding ways to maintain the employee
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morale and retention rate is highly necessary. Based on the literature review, perceived justice of
layoffs and organizational embeddedness will decrease the voluntary turnover intention of
remaining employees and prevent employee morale from decreasing after labor cut. Also, there
is a reasonable ground supporting the assumption that under the post-layoff situation,
organizational embeddedness will moderate the impact of perceived justice on employee morale
and voluntary turnover intention of remaining employees. Therefore, this research will
investigate if perceived and organizational embeddedness have a significant impact on employee
morale and turnover intention. Also, the moderating impact of organizational embeddedness will
be researched.
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CHAPTER 3
METHODOLOGY
Introduction
The method that will be used in this research is an experiment. The objective of this
experiment is to find if the adverse impact of labor cut on hospitality companies can be reduced
by organizational embeddedness and perceived justice. Two adverse impacts, which include
lowered employee morale and voluntary turnover of remaining employees, can be resulted from
layoffs and lead to lower business performance. Thus, this research will examine the effect of
perceived justice and organizational embeddedness on employee morale and voluntary turnover
of survivors. This experiment will utilize scenarios presented as part of an online survey for data
collection.
Data Collection Methods
Subject
The subjects of this research were comprised of mostly junior and senior undergraduate
students, who are majoring the Hospitality Management. The reason why hospitality students
were chosen as subjects is that they have a higher chance to work in the hospitality industry in
the future, especially in management positions. Since they are the current and emerging
workforce, the result of this study can be considered representing the both current and future
reaction of layoff survivors in the hospitality industry. Also, the respondents were required to
have at least 3 months of working experience in the hospitality industry within the last 12
months. Thus, the data derived from their responses are more relevant and realistic. Moreover,
there is a limit to thesis level research in finding at least 200 of relevant samples with layoff
experience in the hospitality industry. Thus, student samples are great substitute with enough
relevancy to reduce time and expense to recruit samples with layoff experience in the hospitality
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industry. On top of that, student samples can represent various parts of the hospitality industry,
which include front desk, housekeeping, security, entertainment, convention, food and beverage,
human resources, and revenue management. In addition to variety in areas, student samples can
represent geographical diversity since students will work in various places after graduation,
where is not only domestic but also international. Consequently, the total of 322 responses were
collected. This will provide appropriate statistical power of .80 at the .05 significant level
(Cohen, 1992).
Design
This research conducted an experiment to identify the effect of perceived justice of
layoffs and organizational embeddedness on employee morale and voluntary turnover rate of
remaining employees after layoffs. In this experiment, a 2 (perceived justice: high/low) x 2
(organizational embeddedness: high/low) between-subjects experimental design was used,
manipulating factors associated with perceived justice and organizational embeddedness in
various scenarios. Samples were randomly assigned to one of the four scenarios with different
conditions and were asked questions to measure their morale and voluntary turnover intention in
a hypothetical situation. Two independent variables, organizational embeddedness and perceived
justice, affect dependent variables, which were employee morale and voluntary turnover
intention of survivors. Table 1 shows the design of the experiment.
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Table 1
Experiment Design
Perceived Justice

Organizational Embeddedness
Low

High

Low

N=60

N=55

High

N=59

N=73

Independent Variables
Independent variables of this research include perceived justice and organizational
embeddedness. Depending on the level of independent variables, four different scenarios were
created, and their effect on employee morale and retention rate of remaining employees were
examined. Each variable was measured by following measurement scales. Detailed scenario
content in accordance with the level of independent variables is available in Appendix 1.
Perceived Justice
Scenarios included descriptions to manipulate the level of perceived justice of layoffs.
Scenarios with high levels perceived justice utilized multiple factors, including seniority,
performance-based criteria, and job elimination due to restructuring (Pfadenhauer, 2009). This is
because when the selection criteria incorporate multiple assessment strategies, the objectivity and
credibility increase (Segal, 2001). Also, a severance package was given in the scenario with high
levels of perceived justice (Sobieralski & Nordstrom, 2012). The treatment on employees during
the layoff notification meeting was respectful in the scenario with high perceived justice (Richter
et al., 2018). For example, a supervisor in the scenario stated how enjoyable it was working
together and empathized the feeling that affected employees would feel. The effectiveness of
communication was also controlled by how easily employees can reach to the correct
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information regarding layoffs (Campbell-Jamison et al., 2001). To indicate effective
communication of layoff information, the email that notified employees about the layoffs
included information about how the layoff was conducted. Moreover, employees could ask and
receive the correct and detailed information whenever they needed through an exclusive phone
number or direct supervisor. Also, during the redundancy meeting, all laid off employees were
given adequate explanation regarding the layoff (Richter et al., 2018).
Scenarios with low perceived justice used only a single criterion; past performance
appraisals (Segal, 2001; Pfadenhauer, 2009). Also, the severance package was not given to
victims of the layoff (Sobieralski & Nordstrom, 2012). It was stated that the meeting for
dismissal notification was conducted in a disrespectful way (Richter et al. 2018). The layoff was
communicated to employees via email, but it did not provide any information about how the
layoff was conducted and how employees could obtain the information. A supervisor simply
notified employees of the layoff without any adequate explanation about layoffs during a
dismissal meeting (Campbell-Jamison et al., 2001). All versions of the scenarios are available in
appendix 1.
Items to measure the procedural justice include ‘The procedures used by the company in
the scenario to conduct the layoffs were fair’, and ‘During the layoff, the company in the
scenario treated employees consistently’, which are referred from Brockner et al. (1994) and
Konovsky & Folger (1991). Distributive justice was measured by two items, which are ‘In the
scenario, employees received a favorable severance package’, and ‘In the scenario, employees
were given adequate assistance to find new employment’ (Brockner et al., 1990). To measure
interpersonal justice, two items were used, including ‘In the layoff, the supervisor in the scenario
treated the layoff employees with dignity and respect’, and ‘In the layoff, the supervisor in the
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scenario listened to the layoff employee's personal concerns’. For informational justice, ‘In the
scenario, the employee was given an adequate explanation for the layoff’, and ‘In the scenario,
the employee received adequate notice regarding the layoff’ were used (Moorman, 1991). With a
seven-point Likert scale, ranging from “strongly disagree” to “strongly agree”, these
measurement items will measure the respondents’ perceived justice of a layoff in a scenario
randomly assigned to them. By doing so, we can confirm how the manipulations in scenarios
affected their perceived justice of layoffs.
Organizational Embeddedness
As discussed in the literature review, organizational embeddedness is related to three
factors, which include links, fit, and sacrifice (Hopkins & Weathington, 2006; Mitchell, Holtom,
Lee, & Graske, 2001; Mitchell, Holtom, Lee, Sablynski, & Erez, 2001). Thus, few management
practices that affect organizational embeddedness were used to manipulate the level of
organizational embeddedness, which are suggested by Mitchel, Holtom, Lee, and Graske (2001).
For scenarios with high organizational embeddedness, it was stated that mentorship program and
team-oriented culture encouraged a positive connection with coworkers and the company. This is
because links within employees and with an organization can be improved with mentorship
program and emphasis on a team spirit. Also, to express the high organizational fit, a scenario
with high organizational embeddedness describes that the personality of an employee, the
ultimate career goal of an employee and the company culture aligns together. Moreover, the
employee’s ability meets the demand of the position the employee holds. The employee receives
enough help from a company to effectively work, and there is a possibility to grow one’s career
from the position. To manipulate organizational sacrifice, it was described employee benefits
provided by the company are valuable (Mitchel, Holtom, Lee, and Graske, 2001.)
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For scenarios with low organizational embeddedness, the low level of organizational link
is expressed with non-existence of networking program and team-oriented culture, which led to
low emotional commitment. For low organizational fit, it was described that the company’s
vision and culture does not align with individual’s personality and core values. Moreover, there
isn’t enough opportunities to advance career and the company does not provide enough support
to work efficiently. Lastly, for low organizational sacrifice, company’s employee benefits are not
satisfactory (Mitchell, Holtom, Lee, & Graske, 2001). The full scenarios are available in
appendix 1.
Respondents’ perceived level of organizational embeddedness after reading the scenario
was measured with the organizational embeddedness measurement items that Robinson et al.
(2014) suggested. The items were slightly modified to make it applicable to this research. Each
of the three factors of organizational embeddedness, fit, sacrifice, and links, has corresponding
scale items. Items for fit include ‘Based on the scenario, the job utilizes my skills and talents
well’, and ‘I feel like I am a good match for the organization in the scenario’. Organizational
sacrifice were measured with scale items such as ‘I believe the prospects for continuing
employment with the organization in the scenario are excellent’, ‘If I stay with the organization
in the scenario, I will be able to achieve most of my goal’, ‘I would sacrifice a lot if I left the job
in the scenario’, and ‘I have a lot of freedom on the job in the scenario to pursue my goals’.
For organizational links, there are three measurement items, which are ‘Based on the scenario, I
work closely with my co-workers’, ‘In the scenario, I am a member of an effective work group’,
and ‘On the job in the scenario, I interact frequently with my work group members’. This
measurement scale will be assessed with seven-point Likert scale, ranging from “strongly
disagree” to “strongly agree”.
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Dependent Variables
Employee Morale
According to the narrative analysis on 214 studies about employee engagement, which
was conducted by Bailey et al. (2015), there is positively correlated relationship between
employee engagement and outcomes of employee morale such as organizational commitment,
job satisfaction, and employees’ intention to retain. Also, employee loyalty is positively affected
by employee morale (Call, 1958; Chun, 2009). Peterson et al. (2008) stated morale includes
loyalty as its subset. Therefore, employee morale was measured by the employee engagement
measurement from Rich et al. (2010) and the loyalty measurement from organizational
citizenship behavior measurement that Bettencourt et al. (2001) brought, which are adjusted by
Book et al. (2019). The model includes four categories: physical engagement, emotional
engagement, cognitive engagement, and employee loyalty. Physical engagement questions
examine how much an employee will exert effort in his or her work, including four questions
such as “I would exert my full effort to my job”, “I would try my hardest to perform well on my
job”, “I would strive as hard as I can do to complete my job, and “I would exert a lot of energy
on my job”. Emotional engagement questions determine job satisfaction level of employees.
Those questions consist of “I would be enthusiastic in my job”, “I would be proud of my job”, “I
would feel positive about my job”, and “I would be excited about my job”. Cognitive
engagement is about how much employees commit themselves in their job at work. The
questions of cognitive engagement include “My mind would be focused on my job at work”, “I
would pay a lot of attention to my job at work”, and “I would concentrate on my job at work”.
Employee loyalty is how loyal an employee is towards his or her company. It will be measured
by four questions that include “I would tell outsiders this company is a good place to work”, “I
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would say good things about this company to others”, “I would generate favorable goodwill for
the company”, and “I would encourage friends and family to use the services provided by this
company”. This measurement scale was assessed with seven-point Likert scale, ranging from
“strongly disagree” to “strongly agree”.
Voluntary Turnover Intention
Voluntary turnover intention of remaining employees was measured with the adapted
measurement scale from the research work of Book et al. (2019) that is adjusted from the
Michigan Organizational Assessment Questionnaire (Cammann et al., 1979; Seashore et al.,
1982) and the Propensity to Leave scale (Lyons, 1971). The adapted measurement scale includes
the questionnaire: “I would like to leave the company”, “I will search the new job opportunity at
a different company”, “I will leave the company even after the position is secured”, and “I would
not mind losing a job at this company.” These four items were assessed with a seven-point Likert
scale, ranging from “strongly disagree” to “strongly agree”.
Procedure
Subjects of the experiment were randomly provided one of four scenarios using
Qualtrics’ randomization capabilities. Each scenario will have a different level of perceived
justice of layoffs and organizational embeddedness. Scenario 1 has high perceived justice and
low organizational embeddedness, Scenario 2 has low perceived justice and high organizational
embeddedness, Scenario 3 includes high perceived justice and high organizational
embeddedness, and Scenario 4 includes low perceived justice and low organizational
embeddedness. Table 2 shows the level of perceived justice and the level of organizational
embeddedness of each group and what will be analyzed with the result of each group. Scenarios
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contain contents in Appendix 1 in accordance with the level perceived justice and low
organizational that each group is assigned to.

Table 2
The Level of Perceived Justice and Organizational Embeddedness of Each Subject Group
Scenario
Scenario 1
Scenario 2
Scenario 3
Scenario 4

Perceived Justice
High
Low
High
Low

Organizational Embeddedness
Low
High
High
Low

To assess the perceived employee morale and voluntary turnover intention based on the
level of perceived justice and low organizational embeddedness in the scenario, subjects
completed an online survey through Qualtrics, which consisted of a consent form, a screener
question, instructions, scenario, and questionnaires developed in Independent Variables
Measurement and Dependent Variables Measurement sections. Following the screener questions,
subjects were instructed to read a scenario and answer to questionnaires, assuming the situation
happened in real.
Data Analysis Overview
The data resulted from the experiment were analyzed with SPSS. The effect of perceived
justice and organizational embeddedness on employee morale and turnover intention were
analyzed by independent groups t-test. Effect sizes were examined in accordance with Cohen’s
(1992) guidelines. The moderating effect of organizational embeddedness were determined by
Hayes’ PROCESS macro for SPSS (Hayes, 2017), though past articles supporting the
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moderating impact of job embeddedness utilized hierarchical multiple regression analysis. This
is because the Hayes PROCESS macro allows moderation analysis with categorical variables,
which hierarchical multiple regression does not support.
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CHAPTER 4
RESULTS
Introduction
This chapter analyzed the data with SPSS, which were derived from the Qualtrics survey.
Analysis on the demographics of sample was held first. Then, reliability test was conducted. As
this research manipulated the level of independent variables, a manipulation check was
conducted as well. After that, hypothesis testing was performed. H1 to H4 were examined by
independent sample t-test. Since both independent variable and moderator variable are
dichotomous, Hayes’ PROCESS macro for SPSS was used for moderation analysis.
Demographic Profile of the Respondents
The survey was distributed to junior and senior undergraduate hospitality management
students of University of Nevada, Las Vegas. Consequently, the total of 322 responses were
collected, and 248 responses were left after excluding incomplete, unqualified, or straight-lining
responses. To be able to take the survey, all participants were required to read and agree to the
consent form and were required to have at least 3 months of experience in the hospitality
industry. If they answered no to either one of the screening questions, they were not able to take
the survey. The demographic questionnaires were asked at the end of the survey, which include
age, gender, ethnicity, experience in the hospitality industry, and the labor cut experience within
the last 3 months.
Table 3 shows the summary of demographic questionnaire results. The majority of
respondents are female, comprising 70.6% of the respondents. As it is expected from the fact that
respondents are junior and senior undergraduate students, most of them are 18 to 23 years old
(72.2%). Asian students take up almost half (48%) of the respondents, being the largest ethnicity
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group. Whites are the next largest ethnicity group of respondents. The demographic
questionnaire results show that students usually have 1 to 3 years of experience in the hospitality
industry (45.2%). 34.2% of the respondents have not experienced any kinds of labor cuts
practices. The most frequently experienced labor cuts practice is cut hours (32%). The
percentage of respondents who have experienced a layoff before is 20.7%, which is the second
most frequently experienced labor cuts practice among the respondents. We can assume that the
reason why there are high number of respondents who have experienced labor cuts practices is
due to the world-wide economic recession caused by COVID-19 pandemic.
Reliability Test
All measurement scales used in this study were investigated by using Cronbach’s alpha,
and all of them were identified to have levels of alpha high enough to be considered reliable
(Cronbach, 1951). The alpha of both perceived justice scale and organizational embeddedness
is .95. Also, the scale used to measure employee morale resulted α = .98, and turnover intention
scale resulted α = .86. Moreover, all items of scales contributed to higher level of alpha, so none
of them were excluded.
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Table 3
Demographic Characteristics of Respondents
Variables

N

Gender
Female
175
Male
72
a
Other (please specify)
1
Age
18-23
179
24-29
55
30-35
8
36-41
3
41+
3
Ethnicity
White
59
Hispanic or Latino
47
African American
4
Native American or American Indian
2
Asian
119
Pacific Islander
3
Other
8
Prefer not to say
6
Work experience in the hospitality industry in years
Less than 1 year
37
1 to 3 years
112
3 to 5 years
57
5 to 7 years
20
7 to 9 years
14
9+ years
8
b
Types of labor cuts experienced during the last 3 months
Layoff
57
Cut hours
88
Salary reduction
13
None of the above
94
All of the above
13
Others (please specify)c
10
a
The respondent did not specify one’s gender.
b
Multiple answers
c
Others include contract on pause, COVID-19 unemployment, furlough, and none.
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%
70.6
29.0
0.4
72.2
22.2
3.2
1.2
1.2
23.8
19.0
1.6
0.8
48.0
1.2
3.2
2.4
14.9
45.2
23.0
8.1
5.6
3.2
20.7
32.0
4.7
34.2
4.7
3.6

Manipulation Checks
To measure how samples perceived the manipulation of layoff justice and organizational
embeddedness in scenarios, independent samples t-test was conducted. The result of
manipulation checks is shown in Table 4. It indicates that the manipulations of layoff justice in
scenarios exerted a significant main effect on the level of perceived justice among samples.
When the level of justice in a scenario is high, perceived justice of samples is higher (M = 5.42,
SD = 2.96) than when the level of justice in a scenario is low (M = 2.96, SD = 1.37, t(216.09) = 15.50, p < 0.001, d = -2.01). According to the average means of each subdimension of justice, it
also confirms that manipulations of layoff justice affected the perceived justice of samples in a
way that was expected. The mean of procedural justice was lower (M = 3.43, SD = 1.66) than
when samples were assigned a scenario with high justice manipulations (M = 5.66, SD = 1.23,
t(220.98) = -12.74, p < 0.001, d = -1.65). Distributive justice also had a lower average mean
when the perceived justice level is low in a scenario (M = 2.45, SD = 1.54), and vice versa (M =
5.00, SD = 1.38, t(230.68) = -13.60, p < 0.001, d = -1.75). Interpersonal justice was lower as
well when a scenario with low perceived justice level was assigned (M = 2.81, SD = 1.63)
compared to when a scenario with high perceived justice level was assigned (M = 5.50, SD =
1.12, t(230.68) = -13.60, p < 0.001, d = -1.95). The average mean of informational justice was M
= 3.14, SD = 1.50 when a scenario has low perceived justice, which is lower than when a
scenario has high perceived justice (M = 5.50, SD = 1.31, t(227.60) = -13.07, p < 0.001, d = 1.68). All the effect sizes are more than 0.8, so it is considered manipulations of perceived justice
has a large effect on perceived justice of samples (Cohen, 1992). Thus, it indicates layoff justice
manipulations successfully affected perceived justice of samples. However, according to the
result of manipulation checks for organizational embeddedness in Table 4, manipulations in
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organizational embeddedness did not work. The differences between means are not statistically
significant (t(246) = 0.47, p = 0.64, d = 0.06). Also, the level of perceived organizational
embeddedness after reading scenarios was not manipulated in a way that it was anticipated. The
effect sizes are small as well (Cohen, 1992).

Table 4
Manipulation Checks Result
Independent
Variables
Perceived Justice
Procedural Justice
Distributive Justice
Interpersonal
Justice
Informational
Justice

Low
Justice
M (SD)
2.96 (1.37)
3.43 (1.66)
2.45 (1.54)
2.81 (1.63)

High
Justice
M (SD)
5.42 (1.08)
5.66 (1.23)
5.00 (1.38)
5.50 (1.12)

Levene’s
Test
F
7.56**
6.35*
4.39*
26.62***

3.14 (1.50)

5.50 (1.31)

4.69*

Low OE
M (SD)
4.19 (1.64)

High OE
M (SD)
4.10 (1.42)

2.27

0.46

246

0.06

0.49
4.46*
0.84

-0.04
0.09
1.01

246
234.81
246

-0.01
0.01
0.13

Organizational
Embeddedness
Links
4.22 (1.85) 4.23 (1.69)
Fit
4.40 (1.74) 4.38 (1.51)
Sacrifice
4.07 (1.64) 3.87 (1.48)
Note. *p < .05. **p < .01. ***p < .001

t

df

Cohen’s
d

-15.50***
-12.74***
-13.60***
-14.93***

216.09
220.98
230.68
199.02

-2.01
-1.65
-1.75
-1.95

-13.07*** 227.60

-1.68

Employee Morale
Table 5 shows the result of independent sample t-test for both employee morale and
turnover intention based on the level of justice and organizational embeddedness of assigned
scenarios. H1 stated perceived justice is positively related to employee morale after a layoff.
According to the result of independent sample t-test, hypothesis 1 was significantly supported
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(t(245) = -3.93, p < 0.001, d = -0.5). The mean of employee morale was lower (M = 4.36, SD =
1.61) when the level of justice in scenario is low than when the level of justice in scenario is high
(M = 5.12, SD = 1.40). However, the strength of the relationship was moderate as the effect size
was medium (Cohen, 1992). Moreover, subdimensions of employee morale showed the same
pattern , which are physical engagement (t(221.16) = -3.04, p < 0.01, d = -0.39) emotional
engagement (t(245) = -3.59, p < 0.001, d = -0.46) cognitive engagement (t(245) = -3.28, p <
0.01, d = -0.42) and loyalty (t(245) = -4.34, p < 0.001, d = -0.55). H3 stated organizational
embeddedness is positively related to employee morale after a layoff. The result of independent
sample t-test indicated hypothesis 3 is not statistically significant at p < .05 level
(t(224.29)=1.17, p > 0.05, d = 0.15). Also, when means were compared, employee morale was
not positively affected by the level of organizational embeddedness in scenario. When the level
of organizational embeddedness is low, the mean of employee morale is (M = 4.89, SD = 1.73)
higher than when organizational embeddedness of scenario is high (M = 4.66, SD = 1.36). The
effect size is also small at 0.15 (Cohen, 1992). The subdimensions of employee morale, physical
engagement (t(230.86) = 0.26, p > 0.05, d = 0.03), emotional engagement (t(229.72) = 1.77, p >
0.05, d = 0.23), cognitive engagement (t(246) = 0.84, p > 0.05, d = 0.10), and loyalty (t(222,59)
= 1.30, p > 0.05, d = 0.17), also had the negative relationship with the level of organizational
embeddedness, and insignificant t value.
Voluntary Turnover Intention
H2 hypothesized that perceived justice is negatively related to voluntary turnover
intention of remaining employees after a layoff. In table 5, the result of independent group t-test
shows that samples indicated lower turnover intention when the level of justice in the assigned
scenario is high (M = 4.82, SD = 1.47) than when the level of justice is low (M = 5.10, SD =

44
`

1.32). However, H2 is not statistically supported (t(245) = 1.53, p > 0.05). Moreover, the
strength of the relationship is not strong (d = 0.19) (Cohen, 1992). H3 assumed organizational
embeddedness is negatively related to voluntary turnover intention after a layoff. It is not
supported by the t-test result at specified p < 0.05 level (t(246) = -1.14, p > 0.05). Also, the alpha
indicates small relationship between turnover intention and organizational embeddedness (d =0.15) (Cohen, 1992).

Table 5
Results of Independent Groups t-Test for Employee Morale and Turnover Intention
Dependent Variables

Independent Variables
t
Low Justice
High Justice
M (SD)
M (SD)
Employee Morale
4.36 (1.61)
5.12 (1.40)
-3.93***
Physical Engagement
4.87 (1.80)
5.51 (1.48)
-3.04**
Emotional Engagement
4.14 (1.78)
4.94 (1.72)
-3.59***
Cognitive Engagement
4.61 (1.68)
5.28 (1.49)
-3.28**
Loyalty
3.89 (4.78)
4.78 (1.53)
-4.34***
Turnover Intention
5.10 (1.32)
4.82 (1.47)
1.53
Low
High
Embeddedness Embeddedness
M (SD)
M (SD)
Employee Morale
4.89 (1.73)
4.66 (1.36)
1.17
Physical Engagement
5.25 (1.82)
5.19 (1.52)
0.26
Emotional Engagement
4.79 (1.95)
4.38 (1.61)
1.77
Cognitive Engagement
5.06 (1.70)
4.89 (1.52)
0.84
Loyalty
4.51 (1.87)
4.24 (1.45)
1.30
Turnover Intention
4.85 (1.51)
5.05 (1.30)
-1.14
Note. *p < .05. **p < .01. ***p < .001
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df

Cohen’s d

245.00
221.16
245.00
245.00
245.00
245.00

-0.50
-0.39
-0.46
-0.42
-0.55
0.19

224.29
230.86
229.72
246.00
222.59
246.00

0.15
0.03
0.23
0.10
0.17
-0.15

Moderation Analysis
To examine the moderating effect of organizational embeddedness, Hayes’ PROCESS
macro code for SPSS was used as categorical and dichotomous variables can be used as predictor
and moderator (Hayes, 2017). Table 6 shows the Hayes’ PROCESS result. A model with
employee morale outcome variable was significant (R2= .22, F(3, 243) = 22.62, p < .001).
Models with employee morale’s subdimensions, physical engagement (R2= .15, F(3, 243) =
14.27, p < .001), emotional engagement (R2= .21, F(3, 243) = 21.48, p < .001), cognitive
engagement (R2= .13, F(3, 243) = 12.38, p < .001), and loyalty (R2= .24, F(3, 243) = 25.63, p
< .001), were also significant. A model with turnover intention outcome variable is significant as
well, (R2 = .14, F(3, 243) = 12.68, p < .001,). It shows that organizational embeddedness
significantly moderated the effect of perceived justice on all dependent variables. Thus, H5 and
H6 are supported.
Looking at coefficients in table 6, employee morale significantly decreased by 2.40 with
the moderation effect of organizational embeddedness (b = -2.40, t(234) = -3.09, p < .001), while
the main effect of perceived justice (b = 2.01, t(234) = 1.51, p < .001) and the main effect of
organizational embeddedness (b = 0.98, t(234) = 3.81, p < 0.001) increased employee morale.
Figure 2 is a plot that shows how employee morale changed with the moderation effect of
organizational embeddedness at the level of perceived justice. Subdimensions of employee
morale, physical engagement (b = -2.33, t(243) = -5.64, p < .001), emotional engagement (b = 2.72, t(243) = -6.60, p < .001), cognitive engagement (b = -1.89, t(243) = -4.89, p < .001), and
loyalty (b = -2.66, t(243) = -7.10, p < .001), also decreased with the moderation effect of
organizational embeddedness though the main effect of perceived justice significantly increased
them. On the contrary, turnover intention increased with the level of organizational
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embeddedness (b = 1.95, t(243) = 5.81, p < .001), though the main effect of perceived justice (b
= -1.29, t(243) = -5.36, p < .001) and the main effect of organizational embeddedness (b = -0.82,
t(234) = -3.35, p > 0.001) decreased turnover intention. Figure 3 is a plot that shows the
moderation effect of organizational embeddedness on the level of turnover intentions at the level
of perceived justice.
Table 7 shows the conditional effect of employee morale and turnover intention at the
level of organizational embeddedness. According to the result in table 7, perceived justice can
predict employee morale only when organizational embeddedness is low (b = 2.01, p < 0.001)
because the relationship is not significant when organizational embeddedness is high (b = -0.39,
p > 0.05). Subdimensions of employee morale also showed the same pattern. On the other hand,
the moderation effect of organizational embeddedness on the relationship between procedural
justice and turnover intention was significant when organizational embeddedness is either high
or low. When organizational embeddedness is low, the effect of justice decreases turnover
intention (b = -1.29, p < 0.001), but it increases turnover intention when organizational
embeddedness is high (b = 0.66, p <0.05).
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Table 6
Hayes' PROCESS Model 1Result - Main Effect and Interaction Effect
Outcome

Employee
Morale
b
p
2.01
***
0.98
***

Physical
Engagement
b
p
1.80
***
1.08
***

Emotional
Engagement
b
p
2.23
***
0.96
**

Cognitive
Engagement
b
p
1.65
***
0.77
**

Loyalty

Predictor
b
p
Perceived Justice (J)
2.28
***
Organizational
1.05
***
Embeddedness (E)
J×E
-2.40
***
-2.33
***
-2.71
***
-1.89
***
-2.66
***
2
R
.22
.15
.21
.13
.24
F
22.62
14.27
21.48
12.38
25.63
p
***
***
***
***
***
Note. *p < .05. **p < .01. ***p < .001; J × E = Perceived Justice (J) * Organizational Embeddedness (E)
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Turnover
Intention
b
p
-1.29
***
-0.82
***
1.95

***

.14
12.68
***

Table 7
Conditional Effect of X (Justice) on Y (Dependent Variables) at Values of the Moderator (OE)
Y
Employee Morale
Physical Engagement
Emotional Engagement
Cognitive Engagement
Loyalty
Turnover Intention

OE
Low
High
Low
High
Low
High
Low
High
Low
High
Low
High

Effect
2.01***
-0.39
1.80***
-0.44
2.23***
-0.48
1.65***
-0.24
2.28***
-0.37
-1.29***
0.66*

SE
.25
.25
.28
.28
.29
.29
.28
.27
.27
.26
.24
.23

t
7.96
-1.60
6.34
-1.58
7.58
-1.68
5.95
-0.90
8.51
-1.43
-5.36
2.82

p
.00
.11
.00
.12
.00
.09
.00
.37
.00
.15
.00
.01

LLCI
1.51
-0.88
1.24
-0.98
1.65
-1.04
1.10
-0.77
1.75
-0.89
-1.77
0.20

Note. *p < .05. ***p < .001

Figure 2
Moderation Effect of Organizational Embeddedness on the Effect of Procedural Justice on
Employee Morale

Note: 0 = Low Organizational Embeddedness, 1 = High Organizational Embeddedness
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ULCI
2.51
0.09
2.36
0.11
2.81
0.08
2.19
0.29
2.81
0.14
-0.82
1.12

Figure 3
Moderation Effect of Organizational Embeddedness on the Effect of Procedural Justice on
Turnover Intention

Note: 0 = Low Organizational Embeddedness, 1 = High Organizational Embeddedness
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CHAPTER 5
DISCUSSION
This chapter presents and interprets findings from chapter 4 in a more contextual form.
Then, it will address major limitations of this study. Implications for future study will discuss
future research questions that are worth to examining, and how limitations of this study can be
improved in future research. This chapter is summarized with a conclusion at the end. Table 10
shows the list of hypotheses and the results of hypotheses testing.

Table 8
Summary of Hypotheses Testing Results
Hypothesis
H1 Perceived justice is positively related to employee morale after a layoff.
H2 Perceived justice is negatively related to voluntary turnover intention of
remaining employees after a layoff.
H3 Organizational embeddedness is positively related to employee morale
after a layoff.
H4 Organizational embeddedness is negatively related to voluntary turnover
intention after a layoff.
H5 Organizational embeddedness moderates the relationship between
perceived justice and employee morale.
H6 Organizational embeddedness moderates the relationship between
perceived justice and turnover intention.
Note. ***p < 0.001

Support
Yes***
No
No
No
Yes***
Yes***

Discussion of Manipulation Checks
The purpose of this study is to find predictors of survivors’ employee morale and
turnover intention after layoffs. The review on previous literature revealed perceived justice and
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organizational embeddedness can influence the employee morale and turnover intention of
survivors (Lavelle et al., 2009; Alexander & Ruderman, 1987; Grubb, 2006; Clay-Warner,
Hegtvedt, & Roman, 2005; Trevor & Nyberg, 2008; Bragger et al., 2015; Spreitzer & Mishra,
2002; Trevor & Nyberg, 2008; Mitchell, Holtom, Lee, & Graske, 2001; Mitchell, Holtom, Lee,
Sablynski, & Erez, 2001; Self et al., 2020; Peltokorpi et al., 2014; Zhang et al., 2012). In
particular, some research asserted organizational embeddedness moderates the effect of
organizational justice one employee morale and turnover intention (Akgunduz & Cin, 2015;
Karatepe & Shahriari, 2012; Collins & Mossholder, 2017). Thus, this research was conducted to
examine the effect of organizational embeddedness and perceived justice of layoffs on employee
morale and turnover intention after layoffs.
This study conducted an experiment with scenarios to manipulate the level of perceived
justice and organizational embeddedness of samples and distributed an online survey to
undergraduate hospitality students to collect data. To measure how manipulations in scenarios
work on the level of perceived justice and organizational embeddedness, manipulations analysis
was conducted before the major study through independent samples t-test. Manipulations
analysis indicated that perceived justice was significantly manipulated (p < 0.001). Employee
morale’s subdimensions were also manipulated in the way it was planned (p < 0.001). However,
manipulations on organizational embeddedness and its subdimensions were not significant (p
> .05). Moreover, the direction of manipulation was the opposite from how it was planned. For
example, respondents who are assigned to a scenario with low organizational embeddedness
indicated the higher average mean of perceived organizational embeddedness than respondents
assigned to a scenario with high organizational embeddedness. Thus, there is a high possibility
that samples were not influenced by manipulations for organizational embeddedness.
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Oppenheimer et al. (2009) found that only samples who passed the Instructional Manipulations
Check were influenced by the experimental treatment. Therefore, the result of this study might
have misled by uninfluenced samples.
Discussion of Main Study
For the main study, both independent samples t-test and moderated multiple regression
with Hayes’ PROCESS macro for SPSS were conducted. Independent samples t-test was
conducted to find the effect of perceived justice and organizational embeddedness on employee
morale and turnover intentions, which are form H1 to H4. For this study, organizational
embeddedness was treated as an independent variable. This research expected perceived justice
and organizational embeddedness will be positively related to employee morale and negatively
related to turnover intentions. However, the study found that only the positive relationship
between perceived justice and employee morale (H1) was supported (p < 0.001). Subdimensions
of employee morale also had a positive relationship with perceived justice. It is consistent with
the findings from the literature review (Moorman, et al., 1993; Nadiri & Tanova, 2010; Jafari &
Bidarian, 2012; Djati & Adiwijaya, 2009; Lavelle et al., 2009; Alexander and Ruderman, 1987;
Grubb, 2006; Clay-Warner et al., 2005).
The effect of perceived justice on turnover intention was not statistically supported even
though the average mean of turnover intention was lower when perceived justice in the assigned
scenario is high than when a scenario has low perceived justice (p < 0.05), which is inconsistent
with the literature review (Nadiri & Tanova, 2010; Zagladi et al., 2015; Cao et al., 2020;
Robbins, 2003; Bohle et al., 2017; Trevor and Nyberg, 2008; Iverson and Pullman; 2000;
Spreitzer & Mishra, 2002). With the consideration of the effect of COVID-19, the result goes
against the previous research conducted outside of the United States because people show higher
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turnover intention due to job insecurity caused by COVID-19 (Abuelnasr, 2020; Jung et al.,
2021; Bajarmi et al., 2021). However, the research of Wong et al. (2021) on hospitality workers
in the United States showed the result that aligns with the result of this study. According to
Wong et al. (2021), respondents showed low turnover intention despite of their low level of job
satisfaction and organizational commitment. Also, respondents showed positive job satisfaction
and organizational commitment though they perceived high levels of traditional hotel work
stressors. The authors explained that the current economic recession due to COVID-19 made
hotel employees ignore their work stress as it is compensated by the fact that they can still earn
income during the time of unstable job insecurity in the industry. The research of Wong et al.
(2021) can explain the result of this research that respondents show the significance difference in
voluntary turnover intention rate despite of the level of perceived layoff justice. The respondents
of this research will be more likely to embrace the level of layoff justice due to the current
difficulties in employment in the entire hospitality industry.
The positive relationship between organizational embeddedness and employee morale
(H3) was not supported by the study as well (p < 0.05) though literature review suggested the
positive relation between them (Lee et al., 2004; Burton et al., 2009). Moreover, organizational
embeddedness did not show a negative relationship with turnover intention (H4), which goes
against the previous literature review (Trevor & Nyberg, 2008; Mitchell, Holtom, Lee, & Graske,
2001; Mitchell, Holtom, Lee, Sablynski, & Erez, 2001; Self et al., 2020; Peltokorpi et al., 2014;
Zhang et al., 2012). This inconsistency of the result with the literature review can be explained
by the failure in organizational embeddedness manipulations (Oppenheimer et al., 2009). In
other words, samples would have not shown the expected employee morale or turnover reaction
as they did not perceive organizational embeddedness either low or high. The previously
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mentioned effect of COVID-19 recession on hotel employees’ level of job satisfaction,
organizational commitment, and voluntary turnover intention may have resulted in the outcome
that goes against previous research that was conducted before COVID-19 recession as Wong et
al. (2021) did. Also, community embeddedness, which is another dimension of job
embeddedness with organizational embeddedness, might have influenced their decision on
turnover intention. Dawley & Andrews (2012) asserted that community embeddedness
moderates the negative relationship between organizational embeddedness and turnover
intention.
The next study was carried out with Hayes’ PROCESS model 1, which is a multiple
regression for moderation analysis. As the literature review expected (Akgunduz & Cin, 2015;
Karatepe & Shahriari, 2012; Collins & Mossholder, 2017), the result confirmed that
organizational embeddedness exerts a moderating impact on the relationship between perceived
justice and survivors’ employee morale and turnover intentions. However, the direction of the
effect was opposite from the expectation from the literature review. The moderation impact of
organizational embeddedness decreased the positive effect of perceived justice on employee
morale. Also, it increased the negative effect of perceived justice on employee morale. Thus, the
result if this study partially supports the theories in the past research. Additionally, the result
showed perceived justice cannot predict employee morale and turnover intention when
organizational embeddedness is high. This is not consistent with previous research. According to
the research of Collins and Mossholder (2014), the moderation effect of organizational
embeddedness increased the predictability of interaction fairness on organizational citizenship
behavior. Also, Karatepe and Shahriari (2014) supported that procedural, distributive, and
interactional justice can predict turnover intention more significantly with high organizational
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embeddedness. This inconsistency with previous literature can be because manipulations were
not able to accurately reflect the level of organizational embeddedness as much as it can
significantly manipulate the perceived level of organizational embeddedness among samples.
Implications for Future Study
Based on the limitations discussed above, this research suggests directions for future
studies. First of all, future research is recommended to collect samples who are survivors from
layoffs and working in the hospitality industry, instead of using experiments to manipulate the
level of perceived justice and organizational embeddedness. It will make the outcome of the
study more relevant and significant as it is based on the real-life experience, not a hypothetical
situation that is hard for samples to personalize the event, which may affect the outcome of the
study. This is the reason why the validity of manipulations of experiments are important.
Therefore, if experiment method will be used, manipulations of independent variables should be
devised carefully so that the result is not distorted by misled independent variables.
With better manipulations or samples with experience in layoffs, it is recommended to
conduct a future study examining moderating effect of organizational embeddedness on effect of
perceived justice on employee morale and turnover intention. Though the direction of the
moderating effect did not align with the previous research, it is academically noteworthy proving
organizational embeddedness moderates the effect of perceived justice on employee morale and
turnover intention.
In addition to moderating impact of organizational embeddedness, mediating impact of
organizational embeddedness on in-role performance after layoffs can be researched. Ghosh et
al. (2017) found organizational embeddedness’ mediating impact on in-role performance from
the research conducted on diverse industries in India. Thus, it will be worth examining the theory
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in the context of layoffs in hospitality industry. Moreover, as the result of Clay-Warner et al.
(2005) showed the effect of procedural justice was more significant on organizational
commitment than the effect of distributive justice, each subdimension of justice may differently
affect the reaction of survivors after layoffs. Accordingly, future research can investigate the
effect of subdimensions of justice on the outcomes representing the reaction of layoff survivors
and the difference in the levels of their effect.
There is another topic regarding layoffs in hospitality industry that is worth examining.
As it was discussed in the literature review, companies conduct layoffs as a reaction to internal
or external factors or as a proactive action to expected external or internal factors (Cooper et al.,
2012). For example, MGM Internationals conducted layoffs before COVID-19 pandemic hit the
industry as a strategy to improve their business. On the other hand, layoffs conducted after
COVID-19 pandemic started are reactive actions to financial crisis from economic downturn.
Victims or survivors of layoffs may react differently, depending on the reason of layoffs as the
respondents of Wang et al. (2021) reacted less sensitively towards traditional work stressors with
the effect of COVID-19 on the industry, and their turnover intention was not affected
accordingly. This is because employees’ job satisfaction and organizational commitment stayed
positive though they perceived stress from the work. It could be because they understand
COVID-19 is unavoidable situation. The study on comparing the reaction of survivors based on
reasons of layoffs will clarify why the survivors act differently during the COVID-19 recession.
With the result of the study, companies will be able to establish different strategies depending on
the reason of layoffs to minimize the negative impact of layoffs.
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Theoretical and Practical Implications
This research is academically meaningful because it examined the effect of both
perceived justice and organizational embeddedness on reaction of survivors after layoffs in the
hospitality industry. Most research included either one of these concepts as an independent
variable of survivors’ reaction (Bragger et al., 2015; Brockner et al., 1990; Brockner et al., 1994;
Cao et al., 2020; Claywarner et al, 2005; Hart et al., 2016; Hopkins & Weathington, 2006;
Konovsky & Brockner. 1993; Konovsky, & Folger, 1991; Pfadenhauer, 2009; Richter et al.,
20128; Sobieralski & Nordstrom, 2012) yet both of them were not researched together in the
context of layoffs (Akgunduz & Cin, 2015; Collins & Mossholder, 2017; Ghosh et al., 2017;
Karatepe & Shahriari, 2012). While Trevor & Nyberg (2008) examined the effect of human
resources practices that enhance procedural fairness and job embeddedness on voluntary
turnover rates in the context of downsizing, it does not examine their effect on survivors’ morale
and the effect of other subdimensions of organizational justice such as distributive, interpersonal,
and informational justice. Also, this research utilized four-factors model to manipulate and
measure perceived justice of layoffs, which is the most effective model to represent the level of
justice (Colquitt, 2001). Thus, this research more effectively showed the impact of all four
subdimensions of layoff justice on employee morale and voluntary turnover intention compared
to previous research that utilized models with less number of justice subdimensions or only
examined one of the four justice subdimension such as Bohle et al. (2017); Trevor and Nyberg,
(2008), Iverson and Pullman (2000), Spreitzer & Mishra (2002), and Lavelle et al. (2009).
Another meaningful aspect of this research is that it implies the effect of COVID-19 on
employee morale and turnover intentions in the hospitality industry. Incorporating the effect of
unavoidable global natural disaster is academically significant as these events are unlikely to
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happen. Especially, the samples of this research are the hospitality employees in Las Vegas
where experienced the most severe impact of COVID-19 as the hospitality industry is the major
industry that supports the city, and the size of the hospitality industry is much bigger compared
to other existing industries in Las Vegas. It is different from other cities where there are other
major industries that hospitality employees can easily move to. Therefore, the result from
hospitality employees in Las Vegas is meaningful.
Though all hypotheses were not statistically supported, previous literatures still support
that organizational embeddedness and perceived justice of layoffs can decrease turnover
intention and increase employee morale (Lavelle et al., 2009; Alexander & Ruderman, 1987;
Grubb, 2006; Clay-Warner, Hegtvedt, & Roman, 2005; Trevor & Nyberg, 2008; Bragger et al.,
2015; Spreitzer & Mishra, 2002; Trevor & Nyberg, 2008; Mitchell, Holtom, Lee, & Graske,
2001; Mitchell, Holtom, Lee, Sablynski, & Erez, 2001; Self et al., 2020; Peltokorpi et al., 2014;
Zhang et al., 2012). Also, organizational embeddedness strengthens the impact of perceived
justice on employee morale and turnover intention (Akgunduz & Cin, 2015; Karatepe &
Shahriari, 2012; Collins & Mossholder, 2017). Moreover, the economic recession caused by
natural disaster like COVID-19 rarely happens. Therefore, applying research conducted in the
context of layoffs in more usual situations such as market stagnation and low company
performance, companies need to establish strategies that develop organizational embeddedness
and perceived justice of layoffs to reduce the negative impact of layoffs on employee morale and
organizational embeddedness.
Organizational embeddedness consists of fit, links and sacrifice, so strategies should be
designed to promote all three subdimensions of organizational embeddedness. Holtom et al.
(2006) suggested that an effort to encourage organizational fit should start from a recruitment
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process by improving hiring methods with a clear understanding of required skills and
personalities, and pre-employment survey that gauges personality of potential employees. In
other words, companies should hire people who will fit into the organization and their assigned
job. Also, to enhance organizational fit after employment, companies should incorporate
strategies for effective communication in the organization and events or multimedia where
employees can learn and embrace company culture and philosophy. Moreover, employees can be
more attached to their job with effective training program, empowerment, internal promotion,
challenging work, and opportunities to professionally grow. Organizational links can increase
with strategies that enhance the relationship among coworkers and between coworkers and
management. Those strategies include networking and socializing events and employee benefits
that promote networking with other employees such as gym membership and carpooling options.
Also, effective communication linking employees and management team is important. It can be
achieved with technology such as communication software program and report system.
Organizational sacrifice is encouraged by great employee benefits such as health, dental, and
vision care, retirement programs, stock options, tuition reimbursement. Also, strategies that
contribute to higher organizational sacrifice include bonuses, raises, unique perks, children care
programs, flexible work schedule, and flexible vacation policy (Holtom, et al., 2006). When
companies apply these strategies, they will be able to enhance organizational embeddedness and
durability of employees against external shocks such as layoffs, which will reduce the negative
impact of those shocks on employee morale and retention rate.
To reduce the negative impact of layoffs, strategies that enhance perceived justice of
layoffs should be planned. Perceived justice of layoffs increases when four subdimensions of
justice increase, which include procedural, distributive, informational, and interpersonal justice.
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Strategies that were used in this research to manipulate the level of those four justice dimensions
successfully increased the perceived fairness of layoffs. Procedural justice increases with
multiple assessment criteria, which include seniority and performance-based criteria
(Pfadenhauer, 2009). Distributive justice increases with severance package (Sobieralski &
Nordstrom, 2012). Respectful treatment during the layoff process enhances interpersonal justice
by treating employees affected by layoffs with a polite manner, dignity, and empathy (Richter et
al., 2018). Informational justice can be improved with effective communication (CampbellJamison et al., 2001), accessible information about layoffs, and adequate explanation about
layoffs during a redundancy meeting (Richter et al., 2018). Companies can make the
communication of information effective by installing a hotline or a question and answer board on
the company’s intranet that employees can use to ask for information about layoffs. Also, the
information about layoffs should be shared on the company’s intranet and notified to employees
so that they know where they can access the information. The adequate explanation about layoffs
during a redundancy meeting will include reasons of layoffs, and explanation about selection
criteria and severance package.
Limitations
There are few things that limited this research. The first is the limit of experiment as a
research method. This study utilized scenarios for a manipulation and online survey for data
collection. There are few reasons why scenarios are used instead of collecting data from subjects
who have experienced layoffs before. The first reason is there is a limitation as a thesis level
research to collect enough number of subjects with a layoff experience to meet the confidence
level. The second reason is that people often cannot tell all the factors influencing their
decisions, so it is not reliable to have them report the factors of their decisions (Billsberry et al.,
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2005). Thus, using scenarios made it easier to collect data and control unwanted or unexpected
outside factors. However, manipulations in scenarios were not able to manipulate the perceived
level of organizational embeddedness of samples, which may have caused the result that is
inconsistent with previous literature. Thus, better manipulations are required for experimental
based research.
The next limitation is that each person perceives the level of justice and organizational
embeddedness differently though the same situation is given. Some people may think a layoff
was conducted fairly just with the existence of multiple selection criteria and severance package,
but other people may think those two practices are not enough. Despite this, this research did not
use samples’ perceived level of justice and organizational embeddedness, but the level of
perceived justice and organizational embeddedness expressed in scenarios to examine remaining
employees’ level of employee morale and voluntary turnover intention. It would not be a
problem if respondents’ perceived level of organizational embeddedness was accurately
manipulated, but it was not. Additionally, experimental research method has low external
validity. Since situations described in scenarios are imaginary, it is very unlikely to happen
similarly in real life. For example, in real life, the level of perceived justice of layoffs and
organizational embeddedness can be moderate, but this situation is not described in this research.
Another limitation of this study is that it included samples without any layoff experience
before. If this research was asking their layoff experience and specifically researched survivors
of layoffs, samples would have been much more relevant to the topic. Also, the existence of
experience could have influenced their response. Moreover, since the survey was scenario-based
and conducted a survey online, it was impossible to ensure that samples are reading the assigned
scenario so that manipulations work better. This research collected over 300 samples, but there
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were many uncompleted or straight-lining responses. Thus, about 30 responses were excluded.
Even though there was a timer on Qualtrics to measure the time spent by a respondent to read the
assigned scenario, the time takes to read the entire scenario varies by people, so manipulations
were not ensured.
Conclusion
This study researched the factors that decrease the negative impact of layoffs on
survivors. After the literature review, it was found that survivors’ perceived justice of layoffs and
organizational embeddedness can positively affect employee morale and decrease turnover
intention of survivors. Also, the literature review suggested that organizational embeddedness
has a moderating impact on the effect of perceived justice on employee morale and turnover
intention. Thus, it conducted quantitative research to examine the relationship in the context of
layoffs in hospitality industry. The research revealed that perceived justice significantly affects
employee morale of layoff survivors in a positive way. Also, it found an evidence that
moderating impact of organizational embeddedness exist in the relationship between perceived
justice and employee morale and turnover intention of survivors after layoffs. However, this
study was not able to successfully manipulate the perceived level of organizational
embeddedness. Therefore, future research with improved manipulations on organizational
embeddedness or research on samples with layoff experience in hospitality industry is necessary
to investigate this topic further.
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APPENDIX 1: SCENARIO

Content
Perceived Justice
High
You are an employee of X Hotel. Your
hotel announced via company email that
there will be a layoff in 30 days, In the
email, it was well explained why the
company decided to conduct a layoff and
how the layoff will be conducted. The
company included an exclusive phone
number for any questions regarding the
layoff, so employees were able to get
answers to their questions. A month has
passed, and the first affected group of
employees was laid off. According to
your coworkers, the layoff process was
respectful. Each employee who was laid
off had a private meeting with his/her
direct supervisor. During the meeting,
the supervisor empathized with the
feeling of affected employees and
appraised how enjoyable it was working
together. Also, employees received
information as to why the company had
to lay off people, which was due to the
company’s financial difficulty. The
selection criteria were considered fair by
most employees as it included multiple
strategies. This included past
performance appraisals, seniority of
employees, and elimination of positions
due to reorganization. With these
criteria, those who got laid off received a
detailed explanation during the meeting.
The advanced notice provided
employees with time to wrap up their
work. Moreover, the employees who
were laid off received generous
severance packages including additional
pay, assistance for outplacement, and
continuation of health benefits for
several months. Throughout the whole
process, employees were treated
respectfully. Supervisors were always
willing to answer any question they had.
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Organizational Embeddedness
Seeing your coworkers getting laid off,
you deliberate about your job. You have
worked at X Hotel for about 2 years.
You have done your best at your
position, and you are quite emotionally
committed to the company. The
mentorship program and team-oriented
culture let you have a positive
connection with coworkers and the
company. Also, the company’s vision
and culture align with your personality
and core values. You have a close and
positive working relationship with your
coworkers. You have trust in your
management team and the organization.
The current job position fits with your
personality, and you see an opportunity
to advance your career. You feel as
though you receive plenty of support
from the management team to work
efficiently, and you feel as though the
employee benefits provided by the
company are valuable.

Low

You are an employee of X Hotel. Your
hotel announced via company email that
there will be a layoff in 30 days. On the
email, it only stated there will be layoffs
going on without any explanation about
the projected process of the layoff.
A month has passed, and the first
affected group of employees was laid
off. According to your coworkers, the
process of layoff seems quite
disrespectful. Although each employee
subjected to the layoff had a private
meeting with his/her direct supervisor,
employees were called to the meeting in
front of coworkers, making it very
uncomfortable for the employee being
laid off. During the meeting, they were
only informed that they were being laid
off, and the explanation about the criteria
was vague. The selection criteria were
based in part on the performance
appraisals, but the supervisors did not
provide a detailed explanation of the
criteria. The employees being laid off
had to clear their desk right after the
meeting leaving no time to wrap up their
work. Additionally, the employees did
not receive any severance package.
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Seeing your coworkers getting laid off,
you deliberate about your job. You have
worked at X Hotel for about 2 years.
You have done your best at your
position, but you are not emotionally
committed into the company. There isn’t
any type of program or culture that
encouraged the connection with
coworkers and the company. Thus, you
don’t have a deep connection with them.
The company’s vision and culture do not
align with your personality and core
values. You do not have a close
relationship with your coworkers. You
have not been satisfied with your
management team and the organization.
You do not see any opportunity to
advance your career from the position.
You feel as though you do not receive
enough support from the management
team to work efficiently, and you feel as
though the employee benefits provided
by the company are unsatisfactory.

APPENDIX 2: SURVEY QUESTIONNAIRE
Independent Variables

Indicators
1)
2)
Physical
Engagement

Employee Morale

3)

Emotional
Engagement

4)
1)
2)
3)
4)
1)

Cognitive
Engagement

2)
3)
1)
2)

Employee
Loyalty

3)
4)
1)
2)

Voluntary Turnover
Intention

3)
4)
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Questionnaire
I would exert my full effort to my job.
I would try my hardest to perform well on
my job.
I would strive as hard as I can do to
complete my job.
I would exert a lot of energy on my job.
I would be enthusiastic in my job.
I would be proud of my job.
I would feel positive about my job.
I would be excited about my job.
My mind would be focused on my job at
work.
I would pay a lot of attention to my job at
work.
I would concentrate on my job at work.
I would tell outsiders this company is a
good place to work.
I would say good things about this
company to others.
I would generate favorable goodwill for the
company.
I would encourage friends and family to
use the services provided by this company.
I would like to leave the company.
I will search the new job opportunity at a
different company.
I will leave the company even after the
position is secured.
I would not mind losing a job at this
company.
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